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explained. The attempted regulation becomes burdensome; there is 
opposition to it all along the line, and the struggle is attended with 
political corruption. It is difficult to escape the conclusion that if it 
has become necessary to appoint a commission to regulate all the 
great businesses of modern times, the present economic order has 
become bankrupt." 

The real remedies urged are some degree of publicity, as in trusts, 
and the responsibility of directors for all statements to stockholders, 
and above all, the destruction of all those special privileges which are 
connected with railroad discriminations, the cornering of anthracite 
coal and mineral lands, and the abuses of protection. 

In line with all his previous views, and with those which are 
obtaining increasing acceptance in America and elsewhere, Professor 
Ely finds the ultimate attainment of these fundamental remedies in 
government ownership and operation of transportation and municipal 
monopolies, and public ownership, without necessarily public opera- 
tion, of mineral and oil fields and in reform of our systems of taxa- 
tion, both national and local. 

On the whole this must be pronounced the best book that has thus 
far been published upon the trust question, and one that should be 
studied by all who are writing or thinking upon the issues involved. 
The lack of an index and a sufficiently full table of contents is to be 
remedied, we understand, in a later edition. 

Edward W. Bbmis. 

Bureau of Economic Research, New York City. 



The Economics of Distribution. By John A. Hobson. Pp. 361. 

Price, $1.25. New York: The Macmillan Company, 1900. 

This book is well worth close study, because of its searching criti- 
cism of the current doctrines of price and rent. The first three 
chapters contain a keen discussion of market price and producers' and 
consumers' rents. BShm-Bawerk and the Austrian school of econo- 
mists had developed a theory of market price, showing that the price 
is set by the marginal pair of buyers and sellers, each of whom comes 
out exactly even in the bargain. Hobson now introduces into this 
marginal bargain an element of " forced " or " specific " gain, depend- 
ing upon the superior cunning or strength of one of the bargainers. 
Only in a few of the large, open markets, like those of gold, wheat, 
and cotton, is there such free competition that neither marginal party 
has an advantage. In all other markets there is a " spread " between 
the reserve prices on each side, within which superior strength or skill 
can force one or the other side down to a minimum gain. 
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This forced gain is wholly different from differential gain. The 
latter, also, is unearned, but it results from price, whereas forced gain 
is one of the determinants of price. Forced gain may occur at any 
point, either on or above the margin. It is not necessarily the margi- 
nal product which determines price. It is the strongest bargainer who, 
probably, is at some point above the margin. In that case the seller 
gets both differential gain (if he is the stronger) and a forced gain. 
The margin itself is measured below this price-determining bargainer, 
just the same as, according to the current theory, the differential gain 
is measured above the margin. 

This leads to an extension of the law of rent to capital and labor, as 
well as land. "It is fallacious," says Hobson, "to pick out one 
factor, as land, and apply the other factors to it in the form of 
'doses.' " The fallacy is found in the failure to recognize the inter- 
changeability of these three factors of production, and the failure to 
recognize the organic nature of their union in production. The 
author would substitute for the "margin of cultivation of land " a 
"composite margin of employment of land, capital and labor, at 
which is paid, not necessarily the minimum rent, interest and wage, 
but the lowest average combination of the three. Supply price will 
be composed (under absolutely free competition) of three marginal 
expenses. Differential expenses of production above the composite 
limit, whether they be rent, interest or wages, will not enter into the 
market price of the supply " (p. 159). 

In order that he may carry out this identification between land, 
labor and capital, Mr. Hobson must sbow that each has the same 
marks of production and cost. These are three: First, objective pro- 
ductivity, *'. e., the productive creation of material products; second, 
subjective utility of these products; third, subjective expenditure, i. e., 
the painful effort of the laborer, the abstinence-sacrifice of the mar- 
ginal capitalist, or the exertion in bringing new land into market. 
Subjective expenditure, thus conceived, sets limits to the supply of 
each factor, and thereby requires a minimum or marginal compensa- 
tion in return, which enters into the price of the joint product. The 
minimum subsistence of labor is analogous to the depreciation fund 
which restores capital, but in a progressive community, where labor 
and capital must be induced to increase in quantity, there is needed 
something above the minimum, namely, interest and true wages. 

Here we may notice that Hobson, in accepting the current defini- 
tion of land, labor and capital, has fairly succeeded in giving to the 
law of rent equal weight in each. In doing so he has minimized the 
law of differential gain and maximized the law of forced gain. The 
question arises, are these definitions of land, labor and capital really 
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distinctive ? Is not land defined in such a way as to be nothing more 
nor less than capital ? Notice that all arguments advanced regarding 
the identity of land and capital are taken from agricultural land. Now 
land, in the popular understanding, consists of two factors, soil and 
situation. But if we are to have a scientific definition it must be 
based on a scientific distinction. It must cover in the same concept 
both building sites and agricultural land. But agricultural land is 
mainly soil. Soil is strictly capital. It conforms to the three marks 
of production and cost. It produces material objects; these material 
objects are useful; and it requires personal expenditure in order that 
itself may be brought into cultivation. These three qualities are iden- 
tical with those of capital and analogous to those of labor. But situa- 
tion includes none of them. Situation does not produce material 
objects; situation is not manufactured nor cultivated (except meta- 
phorically). Situation is a social relation. It is analogous to a patent 
right or a trade mark. The latter are described by Bohm-Bawerk as 
differential advantages in buying and selling. The same is true of 
land. If there is any difference between a patent right and capital, 
there is a similar difference between land and capital. 

A patent right is not productive, and does not cost " subjective ex- 
penditure." It merely gives a market advantage to the particular 
piece of capital which it protects. It is this piece of capital which is 
productive, and which costs effort to be produced. The same is true 
of land, and if patents can be separated from capital in scientific 
thought, so can land be separated from capital; but only on one con- 
dition, that it be defined as something different from capital, i.e., 
situation. If this is done, then agricultural soil should be separated 
as distinctly from land as an office building. The true economic land 
of a farm is of no more value than if the farm were a barren waste of 
sand. The capital of the farm is not only the buildings, etc. , but also 
the soil which man has produced or discovered upon the site. This 
view, of course, lessens the relative land-value of farms, but places it 
on a level with city ground. 

With this distinction there is much significance in the theoretical 
device of taking land as a basis and applying to it successive ' ' doses " 
of capital and labor. Capital and labor are the productive agents. 
They are organically related. Hobson is right in saying that the dose 
is a composite one. Being productive, they create material utilities. 
They also stand for human effort, pain and sacrifice. As such they 
have an ethical claim on the product. There is an ethical and social 
reason for keeping land separate. It does not represent sacrifice. It 
is a legal claim upon capital and labor enforced by competition, which 
keeps the latter down to the shares which they can get on the margin. 
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At the same time, no doubt, capital (including soil) and labor get 
differential gains, as between themselves, on the margin or elsewhere. 
But the differences are minor compared with the differential gain of 
land, and Hobson's criticism on Marshall for calling them " quasi- 
rents " seems not well taken. Hobson is chargeable in general with 
confusion between capital and limitations on capital. He strives to 
controvert General Walker's assertion that different rates of remu- 
neration on capital are owing, in part, to " disguised rents, disguised 
profits and commercial goodwill," and in so doing he lapses into a 
popular concept of interest and profits. He says, " Inasmuch as this 
' specific rent ' [i. e., ' disguised rent '], appears as interest and cannot 
conveniently be separated from genuine interest, it is rightly regarded 
as an element in the specific differences of forms of investment " (p. 
176). Again, the exceptional opportunity open to lawyers and bank- 
ers for profitable investment " may not unfairly be claimed as a ' rent 
of capital ' " (p. 177). Again, " the power vested in owners of valu- 
able patents, and even in those who, without legal protection, have 
exclusive control of any market or of the sale of any class of goods, 
is of a similar economic character, and enables the capital invested in 
such business to get a specific interest " (p. 179). Protective tariffs, 
bounties, etc., also give " capital rent." 

Now, in all these cases, the differential advantage or monopoly 
privilege is both legally and commercially separable from the capital 
invested. This can be brought to a practical test. A business man 
does not first invest capital and then get a patent upon it, but he first 
gets his patent and then applies capital and labor to develop it. The 
patent is the basis, and the productive agents, capital and labor, are 
the "doses." The number of doses depends upon the height of in- 
terest and wages and the extent of the market controlled by the 
patent. So with all these other social privileges, like franchises, 
trade-marks and the good will of a business. The separation is clearly 
made. It is essential to business success, and it conforms to the theory 
of "dosing." 

This brings us to another defect in method. Hobson has no partic- 
ular place for the entrepreneur. He treats him usually under the 
head of labor, but latterly brings him in as the main beneficiary of 
the forced gain (p. 350-1). This omission of the entrepreneur is more 
remarkable, since Hobson conceives a " composite margin of employ- 
ment" for land, labor and capital. It would seem that a margin 
implies something margined. Otherwise we are floating in a limbo 
of pure geometry. Now the entrepreneur is the centre of business. 
He is the "bargainer" who sets prices. He is the organizer who 
employs capital and labor and guarantees against risks. He controls 
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the patents, franchises, good-will, monopolies and trusts, t. <?., the 
opportunities for investment. These opportunities, it would seem, are 
the true basis to which the dosing of capital and labor applies. That 
which is true of them is also true of land. They are the bases of the 
forced and differential gains enjoyed by the entrepreneurs. By taking 
the standpoint of the entrepreneur, and noticing his relation to these 
differential privileges, it is possible to avoid confusion regarding the 
true nature of capital. 

The practical conclusions of the book seem to lose strength with the 
theoretical analysis. The author apparently advocates almost any 
kind of taxation and almost any kind of trade-union forcing of wages, 
holding that higher taxes and higher wages, wherever first laid, will 
hunt out and rest upon these forced and differential gains. His rea- 
soning here is ingenious, but he seems to be too indifferent to the 
lack of resisting power of unorganized labor and the obstacles to 
capital-saving. 

Notwithstanding these points of disagreement, which pertain really 
to matters of emphasis more than to logic, I am quick to acknowledge, 
as at the beginning, the remarkably keen analysis and searching criti- 
cism which Mr. Hobson has contributed to this live subject. 

John R. Commons. 

Bureau of Economic Research, New York Ciiy. 



Anthropogeographie. Erster Theil: Grundzuge der Anwendung 
der Erdkunde auf die Geschichte. By Dr. Friedrich Ratzbi., Pro- 
fessor of Geography at the University of Leipzig. Second edition. 
8vo. pp. 604. Price, 14 marks. Stuttgart : J. Engelhorn, 1899. 

Since the appearance of the original edition of this work in i88i, 
Ratzel has brought out revised editions of his Volkerkunde and his 
Politische und Wirthschafls-Geographie der Vereinigten Staaten, 
has written the second part of his Anthropogeographie, and published 
his Poliiische Geographie. That is, he has been able to work over, 
in the light of current criticism, the whole field embraced in the 
present volume, from its foundation in anthropology to its latest de- 
velopment in the formulation of the principles of political geography. 
The result of this thorough going-over is found in the volume before 
us, which is therefore much more than a revision of the first edition. 
The book as it originally appeared, represented the first really funda- 
mental and comprehensive statement of the laws underlying the rela- 
tion of man to his environment ; it was a road-breaker in its way, 
from its nature therefore subject to limitations. We have now a new 
statement of the author's opinions from a point of view at once 



